
STATE OF WISCONSIN
DEPARTMENT OF EMPLOYEE TRUST FUNDS

801 West Badger Road
Madison, WI  53702

CORRESPONDENCE MEMORANDUM

DATE: April 10, 2002

TO: Deferred Compensation Board Members

FROM: Mary Willett, Director
Supplemental Retirement Plans

SUBJECT: Update on Compliance Audits and Administrative Services Contract Extension

This memo is for informational purposes to apprise the Deferred Compensation Board of
contract compliance audits for monitoring administration of the Wisconsin Deferred
Compensation Program (WDC) and execution of the contract extension with Nationwide
Retirement Solutions (NRS) to provide administrative services for the plan through 2005.

Contract Compliance Audits

At the November 2001 Deferred Compensation Board meeting, members were informed that a
compliance audit was in process to examine several record keeping errors that had occurred
during the year.   NRS, in consultation with Department staff, had contracted with an
independent audit firm, KPMG, to examine the errors, corrective actions and processes put in
place to ensure similar errors would not be repeated.  The final audit report (Exhibit 1) was
issued on November 30, 2001 and no findings were noted.

Staff has begun additional discussions with KPMG to provide the routine compliance audit of the
WDC administration this summer for the contract years 2000 and 2001.  Review of 1999
records will occur for any areas of administration that are identified as a problem or question
from records of 2000 or 2001.  At the November meeting, the Board approved expenditure of
funds in the administrative expense account, up to $35,000, to complete this audit.  This audit
report is expected to be presented to the Board at the November 2002 meeting.

Contract Extension

In consideration of the record keeping error situations that occurred in 2001, staff delayed
finalizing the three-year administrative services contract extension that the Board approved at
last July’s meeting until the conclusion of the compliance audit. The Board was informed of the
delay in November and concurred that execution of the amendment should not occur until the
audit was concluded and demonstrated that errors and record keeping systems were
appropriately corrected.  When the final report was issued with acceptable findings, the contract
extension was provided to the Board Chair for signature.  A copy of this amendment is attached
as Exhibit 2.  [Note: The amendment also includes provisions to modify the administration of the
WDC in consideration of the Economic Growth and Tax Relief Reconciliation Act of 2001.  NRS
proceeded with implementation of these changes prior to execution of the amendment.]


































